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On April 7, Finance Minister Mailson Ferreira da Nobrega announced in Brasilia a two-month wage
freeze for the country's nearly two million public employees. According to government economists,
the freeze cancels a system of automatic wage adjustments pegged to inflation that would likely
result in hyperinflation by year-end. In the place of automatic adjustments, the government will
grant a one-time bonus of about $10 to low-income employees, and will also offer incentives for
early retirement from state enterprises. The announcement by Nobrega is part of the Brazilian
government's return to more orthodox economic policies, including public spending cuts, tax
increases and relaxation of price controls. Labor leaders argue that the wage freeze could lead to a
decline in purchasing power of up to 40% for public employees and thus, spark numerous strikes.
Nobrega said that if public employees continued to receive automatic wage adjustments, payroll
alone would consume 108% of expected revenue for 1988. Inflation currently approaches 20% per
month, and the budget deficit this year has run at 7% to 8% of the gross domestic product. Brazil's
foreign bank creditors have indicated that inflation and public spending are obstacles to reaching an
agreement on long-term restructuring of the debt. As of April 7, Brazil was 10 days behind schedule
on interest payments for the month of March. Delays by the Brazilian government in implementing
recommendations by the International Monetary Fund caused the IMF to suspend a visit by its
economists previously scheduled for the previous week. (Basic data from Washington Post, 04/08/88;
Prensa Latina, 04/07/88)
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